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Accounting officer's Responsibilities and Approval 





The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and responsible for the content and integrity of the annual financial statements and related financial 
information included in this report. It is the responsibility of the accounting officer to ensure that the annual financial statements 
fairly present the state of affairs of the entity as at the end of the financial year and the results of its operations and cash flows 
for the period then ended. The external auditors are engaged to express an independent opinion on the annual financial 
statements and was given unrestricted access te all financial records and related data. 


The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interprétations, guidelines and directives issued by the Accounting Standards Board. 


The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. The Minister of Finance had exempted municipalities and municipal 
entities from complying with the deadlines stated in sections 126(1) and (2).127 (1) and (2),129(1) and 133(2) of the Local 
Government; Municipal Finance Management Act.2003 (Act No.56 2003). Therefore, the municipalities and municipal entities 
must submit their annual financial statements within two months after 31 August 2020 which is the 31 October 2020, 


The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the entity and place considerable importance on maintaining a strong control environment. To enable the accounting officer to 
meet these responsibilities, the sets standards for internal control aimed at reducing the risk of error or deficit in a cost 
effective manner, The standards include the proper delegation of responsibilities within a clearly defined framework, effective 
accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These ‘contrais are monitored 
throughout the entity and all employees are required fo maintain the highest ethical standards in ensuring the entity's business 
is Conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk management in theentity is 
on identifying. assessing. managing and monitoring all known forms of risk across the entity. While operating risk cannot be 
tully eliminated, the entity endeavours to minimise it by ensuring that appropriate infrastructure. controls, systems and ethical 
behaviour are applied and managed within predetermined procedures and constraints. 


The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal contro! provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However. any system of internal financial control can provide only reasonable, and not absolute, 
assurance against materia! misstatement or deficit. 


The accounting officer has reviewed the entity's cash flow forecast for the year to June 30, 2021 and, in the light of this review 
and the current financial position, he is satisfied that the entity has or has access to adequate resources to continue in 
operational existence for ihe foreseeable future. 


The external auditors are responsible for independently reviewing the entity's annual financial statements. The annual financial 
statements have been examined by the entity's external auditors and their report is presented on page 5. 


The annual financial statements set out on pages 5 to 25. which have been prepared on the going concern basis, were 
approved on October 31, 2020 by: 


Accounting Officer 
Kgopela Phasha 
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Audit Committee Report 


We are pleased to present our report for the financial year ended June 30, 2020. 
Audit committee members and attendance 


The audit committee consista of the members listed hereunder and should meet 4times per annum as per its approved terms of 
reference. During the current year 7number of meetings were held. 

Name of member Number of meetings attended 

Mr L. Langalebalela (Chairperson 01/072019 to 31/03/2020) 7 

Mr M Mokwele {Chairperson from 01/04/2020) 
Ms T Mathabatha (01/07/2019 to 31/03/2020) 
Ms G Molepo (01/07/2019 to 31/03/2020) 

Ms M Ndlovu R 

Ms M Mothelesi (From 01/04/2020} 

Mr Mpaku (From 01/04/2020) 


ch sch EI Mä CO N 


Audit committee responsibility 
The audit committee reports that it has compiied with its responsibilities arising from from section 166 (2)(a) of the MFMA.. 


The audit committee also reports that it has adopted appropriate formal terms of reference as its audit committee charter, has 
regulated its affairs in compliance with this charier and has discharged all its responsibilities as contained therein. 


The effectiveness of Internal control 


The quality of in year management and monthly/quarterly reports submitted in terms of the MFMA and the Division of Revenue 
Act. 


Evaluation of annual financial statements 


The audit committee has: 
e reviewed and discussed the audited annual financial statements to be Inciuded in the annual report, with the Auditor- 
General and the ; : í 
reviewed the Auditor-General of South Africa's management report and management's response thereto; 
reviewed changes in accounting policies and practices (delete if not applicable); 
reviewed tha entities compliance with legal and regulatory provisions; 
reviewed significant adjustments resulting from the audit. 


The audit committee concur with and accept the Auditor-General of South Africa's report the annual financial statements, and 
are of the opinion that the audited annual financial statements should be accepted and read together with the report of the 
Auditor-General of South Africa. 


internal audit 


The audit committee is satisfied that the internal audit function is operating effectively and that it has addressed the risks 
pertinent to the entity and its audits. 


Auditor-General of South Africa 


` 


The audit committee has met with the Auditor-General of South Africa to ensure that there are no unresolved issues. 


Chairperson of the Audit Committee 


Date: 20 192 Zeta 


-peep 


Sekhukhune Development Agency 
(Registration number 201 1/002272/30) 
Annual Financial Statements for the year ended June 30, 2020 


Accounting officer's Report 





The accounting officer submits his report for the year ended June 30, 2020. 
1. Review of activities 

Main business and operations 

Net deficit of the entity R 349,975 (2019: surplus R 1,668,894). 


The entity is engaged in implementing high impact economic projects and operates principally in South Africa (Limpopo 
province) Sekhukhune District. 


2. Going concern 

We draw attention to the fact that at June 30, 2020, the entity had an accumulated surplus of R 1,006,248 and that the entity's 
total assets exceed its liabilities by R 1,007,248. In the prior year at 30 June 2019, the entity accumulated surplus R 1 356 224 
and the entity's total assets exceed its liabilities by R 1 357 224. 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

The ability of the entity to continue as a going concern is dependent on a number of factors. The most significant of these is 
that the accounting officer continue to procure funding for the ongoing operations for the entity and that the subordinatian 
agreement referred to in note 21 of these annual financial statements will remain in force for so long as it takes to restore the 
solvency of the entity. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

4. Share capital / contributed capital 


There were no changes in the authorised or issued share capital of the entity during the year under review. 
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Statement of Financial Position as at June 30, 2020 









































Figures in Rand Note(s) 2020 2019 
Restated* 
Assets 
Current Assets 
Receivables from exchange transactions 5 - 1,692,460 
Receivables from non-exchange transactions 6 12,946 12,946 
Cash and cash equivalents 7 1,586,830 301,750 
1,599,776 2,007,156 
Non-Current Assets 
Property, plant and equipment 3 1,316,209 1,269,736 
Intangible assets 4 7 7 
1,316,216 1,269,743 
Total Assets 2,915,992 3,276,899 
Liabilities 
Current Liabilities 
Payables from exchange transactions 10 683,665 392,846 
Unspent conditional grants and receipts 9 1,225,079 1,526,829 
1,908,744 1,919,675 
Total Liabilities 1,908,744 1,919,675 
Net Assets 1,007,248 1,357,224 
Share capital / contributed capital 8 1,000 1,000 
Accumulated surplus 1,006,248 1,356,224 
Total Net Assets 1,007,248 1,357,224 
* See Note 
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Statement of Financial Performance 











Figures in Rand Note(s) 2020 2019 
Restated* 

Revenue 

Revenue from exchange transactions 

Sundry income 258,195 1,706,460 

Creditors written off - 87,737 

Total revenue from exchange transactions 258,195 1,794,197 





Revenue from non-exchange transactions 


Transfer revenue 

















Government grants & subsidies 13 3,851,709 3,892,829 

Total revenue 11 4,109,904 5,687,026 

Expenditure 

Employee related costs 14 (2,784,144) (2,658,622) 
Board Fees 15 (417,790) (575,646) 
Depreciation and amortisation 16 (54,076) (44,020) 
General Expenses 17 (1,203,869) (739,844) 
Total expenditure (4,459,879) (4,018,132) 
(Deficit) surplus for the year (349,975) 1,668,894 

* See Note 
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Statement of Changes in Net Assets 
Share capital / Accumulated Total net 








contributed surplus assets 
Figures in Rand capital 
Balance at July 1, 2018 1,000 (312,670) (311,670) 
Changes in net assets 
Surplus for the year - 1,668,894 1,668,894 
Total changes - 1,668,894 1,668,894 
Restated* Balance at July 1, 2019 1,000 1,356,223 1,357,223 
Changes in net assets 
Surplus for the year - (349,975) (349,975) 
Total changes - (349,975) (349,975) 
Balance at June 30, 2020 1,000 1,006,248 1,007,248 
Note(s) 8 
* See Note 
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Cash Flow Statement 


Figures in Rand Note(s) 2020 2019 
Restated* 





Cash flows from operating activities 


Receipts 

Grants 3,549,959 3,583,225 

Other receipts 1,950,655 14,000 
5,500,614 3,597,225 

Payments 

Cash paid to suppliers and employees (4,114,984) (3,782,513) 

Net cash flows from operating activities 18 1,385,630 (185,288) 


Cash flows from investing activities 





Purchase of property, plant and equipment 3 (100,549) - 

Net increase/(decrease) in cash and cash equivalents 1,285,081 (185,288) 
Cash and cash equivalents at the beginning of the year 301,750 481,529 
Cash and cash equivalents at the end of the year 7 1,586,831 296,241 

* See Note 
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Statement of Comparison of Budget and Actual Amounts 
Budget on Cash Basis 








Approved Adjustments Final Budget Actual amounts Difference Reference 


budget on comparable between final 
basis budget and 
Figures in Rand actual 





Statement of Financial Performance 














Revenue 

Revenue from exchange 

transactions 

Sundry income - - S 258,195 258,195 

Revenue from non-exchange 

transactions 

Transfer revenue 

Government grants & subsidies 4,078,640 - 4,078,640 3,851,709 (226,931) 

Total revenue 4,078,640 - 4,078,640 4,109,904 31,264 

Expenditure 

Personnel (2,936,398) - (2,936,398) (2,784,144) 152,254 

Board Fees (680,000) - (680,000) (417,790) 262,210 

Depreciation and amortisation e - - (54,076) (54,076) 

General Expenses (1,014,647) - (1,014,647) (1,203,869) (189,222) The reason for 
the movement 
was as a result 

of the 
increased audit 
fee and 
increase in the 
project 
expenses. 

Total expenditure (4,631,045) - (4,631,045) (4,459,879) 171,166 

Deficit before taxation (552,405) - (552,405) (349,975) 202,430 

Actual Amount on Comparable (552,405) - (552,405) (349,975) 202,430 

Basis as Presented in the 

Budget and Actual 

Comparative Statement 


Reconciliation 
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Accounting Policies 





1. Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act (Act 56 of 2003). 


These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with historical 
cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 


Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted by a Standard 
of GRAP. 


A summary of the significant accounting policies, which have been consistently applied in the preparation of these annual 
financial statements, are disclosed below. 


4.1 Presentation currency 
These annual financial statements are presented in South African Rand, which is the functional currency of the entity. 
1.2. Going concern assumption 


These annual financial statements have been prepared based on the expectation that the entity will continue to operate as 
a going concern for the foreseable future. 


4.3 Significant judgements and sources of estimation uncertainty 


In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements. Significant judgements include: 


Provisions 


Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note - Provisions. 


1.4 Property, plant and equipment 


Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 


The cost of an item of property, plant and equipment is recognised as an asset when: 
e itis probable that future economic benefits or service potential associated with the item will flow to the entity; 
and 
e the cost of the item can be measured reliably. 


Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 


When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components} of property, plant and equipment. 
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Accounting Policies 





1.4 Property, plant and equipment (continued) 


Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. Land is not 
depreciated as itis deemed to have an indefinite useful life. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


Item Depreciation method Average useful life 
Land Straight line infinite 

Buildings Straight line 30 years 

Furniture and fixtures Straight line 10 years 

Office equipment Straight line 5 years 

IT equipment Straight line 5 years 
Communication equipment Straight line 15 years 


The residual value, the useful life and depreciation methods of each asset are reviewed at the end of each reporting date. If 
expectations differ from previous estimates the change is accounted for as a change in the accounting estimates. 


1.5 Intangible assets 


An intangible asset is recognised when: 
e it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the entity; and 
¢ the cost or fair value of the asset can be measured reliably. 


Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is measured 
at its fair value as at that date. 


intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 
The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 


Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 


Item Depreciation method Average useful life 
Computer software, Straight line 5 years 


Intangible assets are derecognised: 
M on disposal; or 
° when no future economic benefits or service potential are expected from its use or disposal. 


1.6 Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 


Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 


A financial asset is: 
. cash; 
. a contractual right to: 
- receive cash or another financial asset from another entity; or 
- exchange financial assets or financial liabilities with another entity under conditions that are potentially 
favourable to the entity. 
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Accounting Policies 





1.6 Financial instruments (continued) 
Initial recognition 


The entity recognises a financial asset or a financial liability in its financial position when the entity becomes a party to the 
contractual provisions of the instrument. 


The entity recognises financial assets using trade date accounting. 
Initial measurement of financial assets and financial liabilities 


The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 


Subsequent measurement of financial assets and financial liabilities 


The entity measures all financial assets and financial liabilities after initial recognition using the following categories: 
. Financial instruments at cost. 


impairment and uncollectibility of financial assets 


The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or group of 
financial assets is impaired. 


Financial assets measured at cost: 

If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is measured as 
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 

1.7 Receivables from exchange transactions 

Receivables from exchange transactions are stated at the nominal value as reduced by appropriate allowances for estimated 
irrecoverable amounts. The carrying amount of these receivables approximate fair value due to the short period to maturity of 
these instruments. Receivables from exchange transactions are disclased separately from Receivables from non-exchange 
transactions. Receivables in exchange for which the entity gives approximately equal value to another entity are recognised as 
receivables from exchange transactions. Receivables received without directly giving approximately equal value in exchange 
are recognised as receivables from non-exchange transactions. 

1.8 Leases 

A lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 
When a lease includes both land and buildings elements, the entity assesses the classification of each element separately. 
Operating leases - lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 


1.9 Inventories 


Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, then their 
costs are their fair value as at the date of acquisition. 


Subsequently inventories are measured at the lower of cost and net realisable value. 
Inventories are measured at the lower of cost and current replacement cost where they are held for; 


e distribution at no charge or for a nominal charge; or ` 
* consumption in the production process of goods to be distributed at no charge or for a nominal charge. 
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Accounting Policies 





1.9 Inventories (continued) 


Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 


The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 


The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects is assigned using specific identification of the individual costs. 


1.10 Construction contracts and receivables 


Payables from exchange transactions are stated at their nominal value. The carrying amount of these payables approximates 
fair value due to the short period to maturity of these instruments.. 


1.11 Cash and cash equivalent 


Cash and cash equivalents comprise cash on hand, deposits held on call accounts with banks and short-term money market 
instruments. Cash and cash equivalents are measured at amortised cost. 


For the purpose of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above 
net of outstanding bank overdrafts. 


1.12 Share capital / contributed capital 


An equity instrument is any contract that evidences a residual interest in the assets of the entity after deducting all of its 
liabilities. 


1.13 Employee benefits 
Short-term employee benefits 


Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within twelve 
months after the end of the period in which the employees render the related service. 


Short- SCH employee benefits include items such as: 
wages, salaries and social security contributions; 

e short-term compensated absences (such as paid annual leave and paid sick leave) where the compensation for the 
absences is due to be settled within twelve months after the end of the reporting period in which the employees 
render the related employee service; 

° bonus, incentive and performance related payments payable within twelve months after the end of the reporting 
period in which the employees render the related service; and 

* non-monetary benefits (for example, medical care and cellphones) for current employees. 


1.14 Commitments 

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in the 
outflow of cash. An amount of R28060 committed to Thabologo Trading for Agri-SETA project due by completion of project. 
Thobologo Trading was unable to continue with the project therefore a letter of cancellation was sent 


1.15 Revenue from exchange transactions 


Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 


An exchange transaction is one in which the entity receives assets or services, or has liabilities extinguished, and directly gives 
approximately equal value (primarily in the form of goods, services or use of assets) to the other party in exchange. 


Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in 
an arm’s length transaction. 
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Accounting Policies 





1.15 Revenue from exchange transactions (continued) 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
Rendering of services 


When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

. the amount of revenue can be measured reliably; 

e itis probable that the economic benefits or service potential associated with the transaction will flow to the 

entity; 
e the stage of completion of the transaction at the reporting date can be measured reliably; and 
. the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 


When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completion. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 


When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 


Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by . 


1.16 Revenue from non-exchange transactions 


Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange. 


Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result in an 
increase in net assets, other than increases relating to contributions from owners. 


Measurement 
Revenue is measured at the fair value of the consideration received or receivable.. 
Government grants 


Government grants are recognised as revenue when: 
e itis probable that the economic benefits or service potential associated with the transaction will flow to the entity, 
e the amount of the revenue can be measured reliably, and 
* to the extent that there has been compliance with any restrictions associated with the grant. 


The entity assesses the degree of certainty attached to the flow of future economic benefits or service potential on the basis of 
the available evidence. Certain grants payable by one level of government to another are subject to the availability of funds. 
Revenue fram these grants is only recognised when it is probable that the economic benefits or service potential associated 
with the transaction will flaw to the entity. An announcement at the beginning of a financial year that grants may be available for 
qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the flow. 
Revenue is then only recognised once evidence of the probability of the flow becomes available. 


Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no 
restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is earlier. 


When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been 
incurred and to the extent that any other restrictions have been complied with. 





15 


Sekhukhune Development Agency 
(Registration number 201 1/002272/30) 
Annual Financial Statements for the year ended June 30, 2020 


Accounting Policies 





1.16 Revenue from non-exchange transactions (continued) 
Other grants and donations 


Other grants and donations are recognised as revenue when: 
* itis probable that the economic benefits or service potential associated with the transaction will flow to the entity; 
* the amount of the revenue can be measured reliably; and 
e to the extent that there has been compliance with any restrictions associated with the grant. 


If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a 
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied. 


1.17 Comparative figures 
Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 
1.18 Unauthorised expenditure 


Unauthorised expenditure means: 
*  overspending of a vote or a main division within a vote; and 
e expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance with 
the purpose of the main division. 


All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.19 Fruitless and wasteful expenditure 


Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 


1.20 Irregular expenditure 


Where irregular expenditure was incurred in the previous financial year and is only condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned. 


Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register. If liability for the 
irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. Immediate 
steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, the accounting 
officer or accounting authority may write off the amount as debt impairment and disclose such in the relevant note to the 
financial statements. The irregular expenditure register must also be updated accordingly. If the irregular expenditure has not 
been condoned and no person is liable in law, the expenditure related thereto must remain against the relevant 
programme/expenditure item, be disclosed as such in the note to the financial statements and updated accordingly in the 
irregular expenditure register. 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


1.21 Budget information 


The entity is typically subject to budgetary limits in the form of appropriations or budget authorisations (or equivalent), which is 
given effect through authorising legislation, appropriation or similar. 
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1.21 Budget information (continued) 


General purpose financial reporting by entity shall provide information on whether resources were obtained and used in 
accordance with the legally adopted budget. 


The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 


1.22 Related parties 


A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant influence 
over the other party, or vice versa, or an entity that is subject to common control, or joint control. 


Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities. 


Related party transaction is a transfer of resources, services or obligations between the reporting entity and a related party, 
regardless of whether a price is charged. 


Significant influence is the power to participate in the financial and operating policy decisions of an entity, but is not control over 
those policies. 


1.23 Events after reporting date 


Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 
* those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date); 
and 
e those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 


The entity will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date once 
the event occurred. 


The entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate cannot 


be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions of users 
taken on the basis of the financial statements. 
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2. New standards and interpretations 


2.1 Standards and interpretations issued, but not yet effective 


2020 2019 


The entity has not applied the following standards and interpretations, which have been published and are mandatory for 
the entity’s accounting periods beginning on or after July 1, 2020 or later periods: 


Standard/ Interpretation: 


e GRAP 104 (amended): Financial Instruments 


e GRAP 36: Investments in Associates and Joint Ventures 


e GRAP 37: Joint Arrangements 
e GRAP 38: Disclosure of Interests in Other Entities 
e GRAP 12 (as amended 2016): Inventories 


. GRAP 16 (as amended 2016): Investment Property 


. GRAP 21 (as amended 2016}: Impairment of non-cash- 


generating assets 
MN GRAP 26 (as amended 2016): Impairment of cash- 
generating assets 
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Effective date: 

Years beginning on or 
after 

April 1, 2099 

April 1, 2020 

April 1, 2020 

April 1, 2020 

April 1, 2018 

April 1, 2018 

April 1, 2018 


April 1, 2018 


Expected impact: 


Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 
Unlikely there will be a 
material impact 


SL 

















S0EaLEL ` (oppe 6tS'00L 9EZ‘697'L 
os9'r9 (Le2Z‘oL) - Lë Gi juewdinbs uoqesunwwo5 
OOL‘ 201 (ogz‘sz) 6rS'001 LLëLE yuowidinbe 1] 
(e99) (6£2) S 94 1wueudrbe eu 
Do (eze'Z) Zve'Sb saunjxy pue ounyiuing 
Bb (€26'6) $ Lë/gpz Sbupunmg 
000'006 s £ 000'006 pueg 
aourjeq e 
IT uoneieideg suoHippy Buluedg 
0Z0zZ - Juswdinbe pue zuejd ‘Ajiedoid jo uongutouo2en 
gez‘eoc'l (ear'vor) AZE 60z‘SLe‘L  (6GG'gSr) e9L'PLL'L 1230. 
LëE ei (ezo'98) vOr' LOL os9'r9 (pS2'96) FOE Lët yuawdınbə uopestunwuog 
LES LE (980'801) 268°6E1 Kli Iëtë ee pb yuawdinbe 1 
94 Lire gr9'v6 (£99) (LLE'S6) Gäre juawidinba e210 
PAS (ezg‘z9) DAZ 84 FIER (969'69) OLe'8Z səmxy pue əsnyuın4 
LZ2'9r7Z (eszes) Dp0 Op 8pL'9E7 LGëceai O00 00 supina 
000'006 = 000ʻ006 000ʻ006 = 000'006 pue 
yuswnedwi 1ueulätEdun 
Deginunaog pajejnuinsse 
pue pue 
uopjeiseidap uonenje, uoneieidap = uonjenjea 
enjea Burkes pezyejnuinssy 13809 ene Buihuieg peyejnuinsoy jso 





6102 


DÉI 





yuowdinbo pue jueld ‘Apadoid " 


o 





puey ul sounBi4 
SJUIWID}R}S jeioueul, enuuy 34} 0} SƏJON 


0zZ0z ‘OE euNnr pepue Jee au} Jo} syuawaye}s jeloueuly jenuuy 
(0€/Z2Z7Z00/. LOZ Jequinu uo}e,)sI6ay) 


Aouaby juewdojaaeg aunyynyyes 


oz 








Ł £ əsemyos sajndwog 
əvsuejeq 
oL Buiuədo 


0Z0Z - S4əsse əjqıGuLzu! Jo uone 











L (SLL‘SeL) ZzL‘seL Z Ż A alemyos seyndwoy 
Weuupdu Wauutpdut 
pajejnwinsse payejnwuinzoe 
pue pue 
uopesjiowe uonenjea uonesqowe  uonenjer 
anjea Buidue9 payejnuinssy 13809 ənjea BulAueg peyejnunssy / 3809 
6102 DEU 





sjesse oiqibueju] = *F 


“Aue ay} JO soyo peieysiBei au} ye uoWOSdsul 
JO} aiqeyleae si joy JusWaBeURW eoueUly jedio|uNy 2y4}40 c9 uogoas Aq pasnbas uopewuoju; ay} Bujujezuoa Jasi8a1 Y 








ENZ ANE ŁSL'ELE'L 

ch (LEZ'OL) ZLL‘98 juewdinbe uojeounWwWw0E) 
LLS'LE (soz’s-) SOLO Ap juswidinbe Uu 
94 (6€2) S18 yuaudinbə 2940 
Lvl'St (eze'L) OZL'EZ saun}xy pue aunyuing 
Lë/goec (€26'6) v69'9SZ sBulpiing 
000'006 - 000006 pueq 

əsuejeq 


oL uopenadag Bumedo 
6L0Z - wieudmba pug wueid "Auedoid jo uonemz2uo2en 


(penuguod) juawdinba pue juejd ‘Apaedoig € 





puey ul san4 
SJUSWI9}L2}S JelIoueUl enuuy 34} 0} SIJON 


ozoz ‘Oe eunr papue Jeak ay) Joy syuawayels jeloueul4 penuuy 
IDEA SOL LOS Jeun og Hefe) 


Aoueby jusuidojeaeg eunyynyyes 


Annual Financial Statements for the year ended June 30, 2020 


Notes to the Annual Financial Statements 
Figures in Rand 2020 2019 








> 


Intangible assets (continued) 


Reconciliation of intangible assets - 2019 


Opening Total 
balance 
Computer software, other 7 7 





a 


Receivables from exchange transactions 


Trade debtors - 1,692,460 





ZS 


Receivables from non-exchange transactions 


Employee receivables 12,946 12,946 





N 


Cash and cash equivalents 
Cash and cash equivalents consist of: 


Bank balances 1,586,830 301,750 





The entity had the following bank accounts 


SS 


Share capital / contributed capital 


Authorised 
Ordinary shares 1,000 4,000 





issued 
Ordinary 1,000 4,000 





o 


Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 
Industrial Development Corporation (IDC) 1,225,079 1,526,829 





DC 


Balance at the beginning of the year 1,526,829 1,720,608 
Income recognition during the year (301,750) (193,779) 


1,225,079 1,526,829 








10. Payables from exchange transactions 





Trade payables 13,498 13,497 
Leave Accrual 363,566 241,929 
Other accrued expenses - 83,337 
Other payables 262,263 12,946 
Bonus provision 44,338 41,137 

683,665 392,846 
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11. Revenue 


Sundry income 258,195 1,706,460 
Creditors written off - 87,737 
Government grants & subsidies 3,851,709 3,892,829 


4,109,904 5,687,026 





The amount included in revenue arising from exchanges of goods or services 
are as follows: 


Sundry income 258,195 1,706,460 
Creditors written off - 87,737 


258,195 1,794,197 





The amount included in revenue arising from non-exchange transactions is as 

follows: 

Taxation revenue 

Transfer revenue 

Government grants & subsidies 3,851,709 3,892,829 





12. Other revenue 


Sundry income 258,195 1,706,460 
Creditors written off - 87,737 


258,195 1,794,197 





13. Government grants and subsidies 


Operating grants 
SDM Grant 3,549,959 3,699,051 
IDC Grant 301,750 193,778 


3,851,709 3,892,829 


Conditional and Unconditional 


Conditional grants are only utilised to fund programmes approved by the funders. Operation grant from SDM is used to fund 
day to day operations of the agency: 


Conditional grants received - 193,778 
Unconditional grants received - 3,583,226 
NM 3,777,004 





Industrial Development Corporation 


Balance unspent at beginning of year 1,526,829 1,720,608 
Conditions met - transferred to revenue (301,750) (193,779) 
1,225,079 1,526,829 


Conditions still to be met - remain liabilities (see note 9). 
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14. Employee related costs 


Basic 2,518,807 2,656,089 
Bonus 44,338 2,533 
Leave expenses 220,999 - 





2,784,144 2,658,622 





15. Board Fees 


Board Members 417,790 575,646 





16. Depreciation and amortisation 


Property, plant and equipment 54,076 44,020 





17. General expenses 


Auditors remuneration 417,884 349,618 
Bank charges 2,766 10,655 
Travel - local 307,411 169,967 
Electricity 4,070 420 
Project expenses 455,528 75,350 
Other expenses 16,210 133,834 

1,203,869 739,844 


18. Cash generated from (used in) operations 


(Deficit) surplus (349,975) 1,668,894 

Adjustments for: 

Depreciation and amortisation 54,076 44,020 

Creditors written-off - (87,737) 
Changes in working capital: 

Receivables from exchange transactions 1,692,460 (1,692,460) 
Other receivables from non-exchange transactions - 35,038 

Payables from exchange transactions 290,819 40,736 

Unspent conditional grants and receipts (301,750) (193,779) 


1,385,630 (185,288) 
19. Commitments 
Authorised operational expenditure 


This committed expenditure relates to Agriseta accreditation project and will not be financed as the contract was terminated 
during the year 2019. 


20. Contingencies 
Contingent assets 
Civil proceedings have commenced against the entity previous employees concerned to recover an amount of R 341 981-asa 


result of material losses incurred in the previous year.. According to Entity's legal advisors, it is probable that the proceedings 
will result in the recovery of the full amount but this recovery is virtually certain. 





23 


Sekhukhune Development Agency 
(Registration number 201 1/002272/30) 
Annual Financial Statements for the year ended June 30, 2020 


Notes to the Annual Financial Statements 
Figures in Rand 2020 2019 


21. Related parties 

Relationships 

Accounting Officer Refer to accounting officer's report note 
Controlling entity 

Related party balances 


Grants received from related parties 


Sekhukhune District Municipality - 3,583,226 
IDC - 301,450 
Amounts included in Trade receivable (Trade Payable) regarding related parties 

Sekhukhune District Municipality 12,946 12,946 
Amalolo (250,000) - 


Key management information 

Class Description Number 
Non-executive board members Non executive 5 
Executive board members 

22. Risk management 


Covid 19 


The SDA was not affected by the impact of the Covid -19 and subsequent lockdown measures implemented by the national 
government. 


Liquidity risk 

The entity's risk to liquidity is a result of the funds available to cover future commitments. The entity manages liquidity risk 
through an ongoing review of future commitments and credit facilities. 

Credit risk 


Credit risk consists mainly of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The entity 
only deposits cash with major banks with high quality credit standing and limits exposure to any one counter-party. 


Market risk 
Interest rate risk 


As the entity has no significant interest-bearing assets, the entity's income and operating cash flows are substantially 
independent of changes in market interest rates. 


23. Going concern 


The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


The ability of the entity to continue as a going concern is dependent on a number of factors. The most significant of these is 
that the accounting officer continue to procure funding for the ongoing operations for the entity and that the subordination 
agreement referred to in note 21 of these annual financial statements will remain in force for so long as it takes to restore the 
solvency of the entity. 
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24, Fruitless and wasteful expenditure 


Opening balance as previously reported 16,212 444,914 
Correction of prior period error , - 16,212 
Opening balance as restated 16,212 461,126 
Less: Amount written off - current - (444,914) 
Closing balance 16,212 16,212 
————— eh 


As per resolution OC 07/10/18 a total amount of R29 387.37 was written off by council and OC 14/07/2017 an amount of R415 
527 written off. 


25. Irregular expenditure 
26. Additional disclosure in terms of Municipal Finance Management Act 


Audit fees 


Amount paid - current year 290,082 348,619 


Cc 


IF 


Amount paid - current year 6,098 7,976 


Pension and Medical Aid Deductions 


Amount paid - current year 345,738 379,038 


27. Transitional provisions 
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